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. Under monopoly, a monopolist tries to increase their profits by restricting supply of their 


product and fixing: 
a) Low price 
b) High price 
c) Market price 
d) All of these 


. In monopolistic competition, which of the following relationships is true between AR and 


MR? 
a) AR=MR 
b) AR <MR 
c) AR>MR 
d) None of these 


. Which of the following is true about the price ceiling? 


a) Itis always set below the market price 

b) Itis always set above the market price 

c) Itis set at the market price 

d) It can be set either below or above the market price 


. How does black marketing affect the market price? 


a) It increases the market price 

b) It decreases the market price 

c) It has no effect on the market price 

d) It depends on the supply and demand forces in the market 


. What is the term used to refer to payment made to outsiders for their goods and services? 


a) Opportunity cost 
b) Real cost 


c) Explicit cost 4 


d) Implicit cost 


a) Must be decreasing 
b) Must be constant 
c) must be rising A 


. When the average cost curve is rising, what must the marginal cost be doing? » 


7. A farmer produces 100 units of a crop at a cost of Rs10 per unit. If the market price for 
the crop is Rs 8 per unit, what should the farmer do? 
a) Continue producing 100 units 
b) Produce more than 100 units 
c) Reduce production to less than 100 units 
d) Quit producing the crop 


8. A company produces 500 units of a product at a cost of $2 per unit. If the market price 
for the product is RS 5 per unit, what should the company do? 
a) Continue producing 500 units 
b) Produce more than 500 units 
c) Reduce production to less than 500 units 
d) Quit producing the product 


9. The demand function for a product is Qd = 100 - 2P. If the price of the product is Rs 20 
and the price elasticity of demand is -1.5, what is the percentage change in quantity 
demanded if the price decreases to Rs 18? 

a) 25% 
b) 30% 
c) 40% 
d) 50% 


10. According to the law of demand, as the price of a good increases, which of the following 
is likely to occur? 
(a) The quantity demanded will increase 
(b) The quantity demanded will decrease 
(c) The demand curve will shift to the right 
(d) The demand curve will shift to the left 


11. What is the difference between marginal utility and total utility? 

(e) Marginal utility is the total amount of satisfaction a consumer derives from 
consuming a good, while total utility is the additional satisfaction a consumer 
derives from consuming one more unit of that good. 

(f) Marginal utility is the additional satisfaction a consumer derives from consuming 
one more unit of a good, while total utility is the total amount of satisfaction a 
consumer derives from consuming a certain quantity of that good. 

(g) Marginal utility and total utility are the same thing. 

(h) Marginal utility is the satisfaction a consumer derives from consuming a good, 

while total utility is the total amount of money a consumer is willing to pay for 
that good. 


12. How is marginal utility calculated? 
a) Marginal utility is calculated by dividing the change in total utility by the change in 
quantity consumed. 
b) Marginal utility is calculated by dividing total utility by the quantity consumed. 
c) Marginal utility is calculated by multiplying total utility by the quantity consumed. 
d) Marginal utility is calculated by subtracting total utility from the quantity consumed 


13. Which of the following is not a characteristic of a market economy? 
a) Private ownership of resources 
b) Profit motive 
c) Government control of production 
d) Consumer sovereignty 


14. Which of the following is a disadvantage of a command economy? 
a) Lack of incentives for innovation and entrepreneurship 
b) Consumer sovereignty is not considered 
c) Difficulty in coordinating resources 
d) Lack of government intervention 


15. Which of the following components represent a change in quantity demanded? 
a) Increase in demand, Contraction in demand 
b) Decrease in demand, Expansion in demand 
c) Increase in demand, Decrease in demand 
d) Contraction in demand, Expansion in demand 


16. What is the nature of elasticity if demand is parallel to the X-axis? 
a) Perfectly elastic 
b) Inelastic 
c) Elastic 
d) Highly elastic 


17. In both monopoly and monopolistic competition, why are the AR and 
MR curves downward sloping? 
a) By increasing the price 
b) By lowering the price 
c) By keeping the price constant 
All of the above 


18. In the long-run, what does a firm in a perfectly competitive market 
earn? 

a) Normal profit 

b) Abnormal profit 

c) Atleast 15% profit on capital employed 

None of the above 


19. A consumer buys two commodities X and Y. When will the consumer be in equilibrium? 
(a) MUx/ Px = MUy/Py 
(b) MUx/MUy = MUm 
(c) MUx/ Px = MUy/Px 
(d) Px/Py = Mum 


20. In the case of a single commodity, when will a consumer be in equilibrium? 
(a) MUx /MUy = MUm 
(b) MUx/Px = MUm 
(c) Px/Py = MUx 
(d) MUx = MUm 


21. Which of the following is an example of a non-viable industry? 
(a) Renewable energy sector 
(b) Fast food industry 
(c) Healthcare sector 
(d) Electric car industry 


22. The use of tariffs and quotas to restrict the import of goods is an example of which tool of 
demand and supply? 
(a) Price ceiling 
(b) Subsidies 
(c) Government regulation 
(d) Market competition 


23. Which of the following is not a function of money? 
(a) Store of value 
(b) Unit of account 
(c) Measure of wealth 
(d) Medium of exchange. 


24. The problem of what to produce is related to: 

(a) How to allocate resources among different uses. 
(b) Which goods and services should be produced. 
(c) What price should be charged for different goods. 
(d) How much profit should be earned from production. 


25. What is the impact of an increase in the price of a good on total revenue? 
(a) Increase 
(b) Decrease 
(c) No change 
(d) Either increase or decrease 


26. If the government of India increases excise duty on the import of gold, what will happen to 
the supply of gold? 
(a) Increase 
(b) Decrease 
(c) No change in supply 
(d) Either increase or decrease 


27. Which of the following options best defines the term "supply"? 
(a) Actual product of a good 
(b) Stock available for sale 
(c) Total existing stock of the good 
(d) The amount of goods offered for sale at different prices, per unit of time 


28. Is the supply of a commodity a stock or flow concept? 
(a) Stock 
(b) Flow 
(c) Both stock and flow 
(d) Wholesale 


29. Which of the following are features of utility? 
(a) Subjective in nature 
(b) Depending upon the urgency of wants 
(c) Both a and b 
(d) None of the above 


30. When marginal utility is zero, what is the state of total utility? 
(a) Maximum 

(b) Maximum and constant 

(c) Constant 
(d) Minimum 


31. Due to the recent outbreak of Covid-19 and subsequent lockdowns in many countries 
around the globe, the Indian government has stopped imports from various countries. What 
impact will this have on the supply of the affected good? 

(a) Expansion in quantity supply 

(b) Contraction in quantity supply 

(c) Increase in supply 

(d) Decrease in supply 


32. During the 2019-20 world recession, the Indian automobile market faced a major 
setback due to a fall in demand. To counter this, automobile companies offered huge 
discounts to attract buyers. This is an example of: 

(a) Expansion in quantity supplied 
(b) Contraction in quantity supplied 
(c) Increase in supply 

(d) Decrease in supply 


33. In a perfectly competitive market, what is the relationship between marginal revenue and 
price? 
(a) Marginal revenue equals price 
(b) Marginal revenue is less than price 
(c) Marginal revenue is greater than price 
(d) There is no relationship between marginal revenue and price 


34. In a monopoly market, what is the relationship between marginal revenue and price? 
(a) Marginal revenue equals price 
(b) Marginal revenue is less than price 
(c) Marginal revenue is greater than price 
(d) There is no relationship between marginal revenue and price 


35. What is the opportunity cost? 
(a) Accounting cost minus the marginal benefit 
(b) Monetary costs and physical effort of an activity 
(c) The highest valued alternative forgone 
(d) Accounting cost minus the marginal cost 


36. Which of the following statements is correct? 
(a) Positive statements are based on real facts and do not pass value judgement. 
(b) Microeconomics deals only with problems related to an individual, and there is zero 
degree of aggregation. 
(c) The micro-macro paradox refers to something that is true in microeconomics but 
does not hold true in macroeconomics. 

(d) Opportunity cost is also referred to as accounting cost 


37. A seller can sell 5 smartphones at a price of 12,000 each, and if he sells the 6th unit, his 
marginal revenue will be 10,500. What is the Price/AR of the 6th unit? 


a. 11,000 
b. 12,000 
©. 11,700 
d.. 11,750 


{ Hint: Total Revenue = Price x Quantity = 12,000 x 5 = 60,000 MR of 6th unit = 10,500 
New TR = 60,000 +0,500 --New TR = + = 60 000 10 500, , ~ 70,500 Now, Price 
/AR===TRQ 70 500 6, ~ 11,750} 


38. In a perfectly competitive market, if a producer is operating at the point where marginal 
cost is equal to marginal revenue, what is the relationship between price and average total 
cost? 

a) price equals average total cost 

b) price is greater than average total cost 
c) price is less than average total cost 

d) None of the above 


39. In the short run, if a producer is producing at a level where price is less than average 
variable cost but greater than average total cost, what will happen in the long run? 
a) the producer will continue to operate at the same level of output 
b) the producer will increase production in the long run 
c) the producer will shut down in the long run 
d) None of the above 


40. If a firm wants to supply more quantity of a commodity at the same price or even at a 
reduced price, what is the firm trying to maximize? 
a) Profit 
b) Social welfare 
c) Sales 
d) Wealth 


41. What happens to supply when a supply curve shifts to the right? 
a) There is an increase in supply 
b) There is an expansion in supply 
c) There is a contraction in supply 
d) There is a decrease in supply 


42. What does an increase or decrease in supply mean? 
a) Change in supply due to change in its own price 
b) Change in supply due to change in factors other than its own price 
c) Both change in supply due to change in its own price and change in supply due to 
change in factors other than its own price 
d) None of the above 


43. The law of diminishing marginal utility is a fundamental concept in: 
a) Supply and demand analysis. 
b) Production theory. 

c) Consumer theory. 

d) Market structure analysis. 


44. Which of the following statements is true regarding the law of diminishing marginal 
utility? 
a) It only applies to goods that are considered luxuries. 
b) It implies that consumers will always choose to consume less of a good as its price 
increases. 
c) It assumes that consumers have unlimited resources to purchase goods. 
d) It provides a rationale for why demand curves slope downward. 


45. Which of the following statements regarding utility is not true? 
(a) It is a satisfying power of a commodity. 
(b) Utility is always measurable 
(c) It helps consumers to make choices. 
(d) It is purely a subjective entity. 


46. What happens when the total product falls? 
a) The average product is equal to zero 
b) The marginal product is equal to zero 
c) The marginal product is negative 
d) The average product continues to rise 


47. When is the average product (AP) at its maximum? 
a) When MP > AP 
b) When MP < AP 
c) When MP = AP 
d) When MP becomes negative 
48. A firm in a perfectly competitive market has a marginal cost of production of Rs10 and a 
fixed cost of Rs 100. If the market price is Rs15, what is the firm's profit-maximizing level 
of output? 
a) O 
b) 5 
c) 10 
d) 15 


49. A monopoly faces the demand curve P = 100 - Q and has a constant marginal cost of Rs 
20. What price and quantity will maximize its profit? 
a) P=Rs 60, Q=40 
b) P=Rs 80, Q = 20 
cy PE =Ks 20,0 =10 
d) P=Ksi00;Q=0 


50. What is the effect of an increase in fixed costs on a producer's equilibrium output in a 
perfectly competitive market? 

(a) Equilibrium output increases 

(b) Equilibrium output decreases 

(c) Equilibrium output remains unchanged 

(d) None of the above 
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b) High price 

b) AR < MR 

(d) It can be set either below or above the market price 

(a) It increases the market price 

(c) Explicit cost 

(c) Must be rising 

d) Quit producing the crop. 

EXPLANATION: Since the cost of production is higher than the market price, the farmer 

will incur losses and should therefore quit producing the crop. 

8. b) Produce more than 500 units. 
EXPLANATION: Since the market price is higher than the cost of production, the 
company will earn profits and should therefore produce more units to maximise its profits. 

9. c) 40% 
EXPLANATION: sss (Price elasticity of demand = (% change in quantity demanded) 
/ (% change in price) = -1.5. Rearranging the equation gives us (% change in 
quantity demanded) = -1.5 x (% change in price). Therefore, a 10% decrease in 
price (from $20 to $18) will lead to a 15% increase in quantity demanded. This 
represents a 40% increase from the initial quantity demanded of 60 units (Qd = 
100 - 2(20) = 60). 

10. (b) The quantity demanded will decrease 

11. (b) Marginal utility is the additional satisfaction a consumer derives from consuming one 
more unit of a good, while total utility is the total amount of satisfaction a consumer 
derives from consuming a certain quantity of that good. 

12. (a) Marginal utility is calculated by dividing the change in total utility by the change in 

quantity consumed. 
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13. c) Government control of production 

14. a) Lack of incentives for innovation and entrepreneurship 
15. (c) Increase in demand, Decrease in demand 

16. (a) Perfectly elastic 

17. b) By lowering the price 

18. a) Normal profit 

19. a) MUx/ Px = MUy/Py 

20. b) MUx/Px = MUm 

21. (a) Renewable energy sector 


22. (c) Government regulation 
23. (c) Measure of wealth 


24. (b) Which goods and services should be produced. 

25. (d) Either increase or decrease 

26. b) Decrease 

27. d) The amount of goods offered for sale at different prices, per unit of time 
28. b) Flow 


9Q) BV Bath a andAh 


31. (d) Decrease in supply 

32. (a) Expansion in quantity supplied 
33. a. Marginal revenue equals price. 

34. b. Marginal revenue is less than price. 
35. c. Highest valued alternative forgone 


36. a. Positive statements are based on real facts and do not pass value judgement. 

37.) 11,750 

38. a) price equals average total cost 

39. b) price is less than average total cost 

40. a) Profit 

41. a) There is an increase in supply 

42. c) Both change in supply due to change in its own price and change in supply due to 
change in factors other than its own price 

43. c) Consumer theory. 

44, d) It provides a rationale for why demand curves slope downward. 

45. b) Utility is always measurable. 

46. (c) The marginal product is negative 

47. (c) When MP = AP 


48. b.5 
49. a. P= Rs 60, Q = 40., 
Explanation. 


Total revenue = Price x Quantity 

=(100-Q)xQ_ =100Q - Q%2 

Marginal revenue = d(TR) / d(Q) 

= d(100Q - Q*2)/ d(Q) 

= 100-2Q 

MR=MC 

100 - 2Q = 20 

2Q = 80 

Q=40 

Therefore, the profit-maximizing quantity is 40. To find the price, we substitute Q = 40 

into the demand function: 

P=100-Q 

= 100 - 40 

= 60 
50. c. An increase in supply will lead to a decrease in price and an increase in quantity 
demanded. 
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1. In economics, scarcity refers to asituation when 
demand for goods exceeds its supply 
supply of goods exceeds its demand 
supply of goods is equal to itsdemand 
Both (a) and (b) 


Boop 


2. -------- is a system in which people earn livelihood to fulfil their wants. 
Abroad 

Market 

Economy 

Village 


3. -------- is the problem which is concerned with the distribution of national income 
among those whohave helped to produce it. 
a. How to produce? 
b. What to produce? 
c. Why to produce? 
d. For whom to produce? 


4. If a consumer is in equilibrium consuming one commodity, how will he 
respond to a fall in price ofthe commodity? 
a. Decrease the consumption of the commodity 
b. Increase the consumption of the commodity 
c. Consumption will remain constant 
d. None of the above 


5. “Utility is same as Usefulness”. Which of the below options fits the given 
statement? 
a. Always true 
b. Partially true 
c. False 
d. Incomplete 
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7.When Price Elasticity of Demand (Eq ) is equal to infinity (7 ), this refers to 


a. perfectly elastic demand 

b. perfectly inelastic demand 

c. unitary elastic demand 

d. more than unitary elastic demand 


8.If a 10% rise in price of Good X leads to 20% fall in its quantity demanded, 
its elasticity of demandis 
a. elastic 
b. inelastic 
c. unitary elastic 
d. perfectly inelastic 


9.If the price elasticity of demand is 2, a 10 percent increase in the price will 
Pesmlt 10a wsssce es decrease in its quantity demanded. 
a: 3% 
b. 10% 
c. 20% 
d. 25% 


10. Marginal utility curve of aconsumer is also his 
indifference curve 

total utility curve 

supply curve 

demand curve 


ao TS 


11. What will be the elasticity of demand if price changes and total expenditure 
remains constant using total outlay method? 

Perfectly elastic 

Perfectly inelastic 

Unit elastic 

None of these 


ao TS 


12. Increasing returns is applicable because of ...... . 
increased efficiency of variable factor 
fuller utilisation of fixed factor 
indivisibility of factors 

Both (a) and (b) 


ao Te 


& CLICK HERE FOR 
SOLUTIONS 


RESOURCE MATERIAL 
[Wo EUCATIONALRESOURCS | 


13. Payment made to outsiders for their goods and services are called...... : 
a. Opportunity cost 
b. real cost 
c. explicit cost 
d. implicit cost 


14. Total revenue generated from saleof output of a firm can be calculated as 
a. TR=PXQ7 


b. TR=AR XQ 
c. TR=>MR 
d. All of these 


15. In monopoly and monopolistic competitions, AR and MR curve aredownward 
sloping because the firms can sell more by 
a. increasing the price 
b. lowering the price 
c. keep in price constant 
d. All of the above 


16. When MC is greater than MR afterproducer equilibrium, it means 
a. profit of firm 
b. producing more will lead todecline in profit 
c. no profit no loss 
d. firm enjoys economic efficiency 


17. The claim that other things beingequal, the quantity supplied of a good rises 
when the price of good rises and vice-versa is known as 
a. Law of Economics 
b. Law of Supply 
c. Law of Demand 
d. All of the above 


18. A firm will supply more quantity of a commodity at same price or even at a 
reduced price, if the firm wants to 

maximise profit 

maximise social welfare 

maximise sales 

maximise wealth 


aooPp 


19. If a firm’s supply increases due to application of improved technology, this is 
known as 

expansion in supply 

contraction in supply 

increase in supply 

increase in quantity supplied 
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20. Indian government is focusing on Make in India programme, which has led to 
significant improvementin technology. What will be its impact on supply of 
goods concerned? 

a. Increases 


b. Decreases 
c. No impact 
d. Both (a) and (b) 


21. -------- is a situation of the market in which demand for a commodity is exactly 
equal to its supply corresponding to a particular price. 
a. Consumer equilibrium 
b. Producer equilibrium 
c. Market equilibrium 
d. Balance of trade 


22. Monopolistic competition combines the features of following market 
a. Perfect competition and Monopoly 
b. Monopoly and Oligopoly 
c. Perfect competition and Oligopoly 
d. Perfect competition, Monopoly and Oligopoly market 


23. Which of the following is/are the feature of monopolistic competition? 
a. Product differentiation 
b. Selling cost 
c. Both (a) and (b) 
d. None of the above 


24. The surplus caused by a binding price floor will be greatest if ? 
a. demand is inelastic and supply inelastic 
b. supply is inelastic, and demand is elastic 
c. both supply and demand areelastic 
d. both supply and demand are inelastic 


25.. Black marketing is a situation in which the controlled commodity issold at a 


PRICE s45245 than the price fixed by the government. 
a. higher 
b. lower 


c. Either (a) or (b) 
d. None of these 
26. National income is the sum offactor incomes accuring to 
a. nationals 
b. economic territory 
c. residents 
d. both residents and non-residents 
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27. Which of the following items are excluded in calculation of national income 
under income method? 
a. Income from illegal activities like smuggling, theft, gambling, etc. 
b. Income from windfall gains. 
c. Transfer earnings like unemployment allowance, scholarship, etc. 
d. All of the above 


28. If gross value added at market price is 350 crore, change in stockis- 50 crore and 
intermediate consumption is 200 crore, find the total amount of sales. 
a. 200 crore 


b. 250 crore 
c. 600 crore 
d. 500 crore 


29. National income for a given economy is 10,000 crores while the domestic 
income of the samecountry is12,000 crores. Whatwill be the value of NFIA? 

2,000 crores 

b. — 2,000 crores 

c. 10,000 crores 

d. None of these 


p 


30. Which of the following items are excluded from GNP measurement? 
a. Purely financial transactions 
b. Transfer of used goods and non-market goods and services 
c. Illegal activities and the value ofleisure 
d. All of the above 


31. Calculate marginal propensity toconsume from the following dataabout an 
economy which is in equilibrium 
National income = 1,500 
Autonomous consumption expenditure= 300 
Investment expenditure=300 


a. 0.4 
b, 05 
c. 0.6 
d. 0.75 


32. If the value of average propensity to consume is 1.5, what will be thevalue of 
average propensity to save? 


a. 0.5 
b. -0.5 
c. | 

d. O 
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S35 cocews refers to a situation where all those who are able to work and are willing 
to work, are getting work. 
a. Under employment 
b. Partial employment 
c. Full employment 
d. Voluntary employment 


34, ...... refers to selling of governmentapproved securities by RBI to general 
public and commercial banks in case of excess demand. 
a. Bank rate 


b. CRR 
c. SLR 
d. Open market operation 


35. Name the situation where some people are not getting work, evenwhen 
they are willing to work at the existing wage rate. 
a. Full employment 
b. Involuntary unemployment 
c. Voluntary unemployment 
d. None of the above 


36. What can RBI do, if it wants toincrease credit in the economy? 
a. Decrease bank rate and CRR 
b. Increase bank rate and CRR 
c. Increase bank rate and decrease CRR 
d. All of the above 


37. As a custodian of nation’s reserves,RBI keeps 
a. reserves of foreign currencies 
b. reserves of gold 
c. reserves of foreign treasury bills 
d. All of the above 


38. Demand deposits include 
a. saving account deposits and fixed deposits 
b. saving account deposits andcurrent account deposits 
c. current account deposits and fixeddeposits 
d. All types of deposits 
39. Which of the following bank account provides overdraft facility? 
a. Saving deposits account 
b. Current account 
c. Recurring deposits account 
d. Fixed deposits account 
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ich of the following is not afunction of Commercial bank? 
reation of currency 

b. Accepting deposits 

c. Granting loans and advances 

d. Printing of currency 


41. 


ee aa dgckar provides ase goods like roads, parks, street light and defence 
servi atom DeRgOdS ublic through budgetary provisions. These goods are 
seria governnien goo 

c. public goods 


d. private goods 


42. Loans granted to State Governments is an example of ... . . 
a. revenue receipts 
b. capital receipts 
c. revenue expenditure 
d. capital expenditure 


43. Disinvestment of government companies and borrowings from World Bank 
comes under ... <<. ofthe government. 
a. total receipts 
b. capital receipts 
c. loan receipts 
d. revenue receipts 


44. Expenditure on construction of new phase of Metro is an example of 
a. Developmental expenditure 
b. Non-Developmental expenditure 
c. Both (a) and (b) 
d. None of the above 


45. Expenditure on maintenance of hospital by govern- ment already constructed 
sometime ago is a part of 


a. plan expenditure 

b. non-plan expenditure 
c. can’t be determined 
d. None of the above 

é: 


46. Other things remaining unchanged, when in a country the price of foreign 
currency rises, national income is...... ‘ 
a. likely to rise 
b. likely to fall 
c. Both (a) and(b) 
d. not affected 
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47. Who will be benefited when there is aappreciation in a foreign currency in 
terms of domestic currency? 
a. Importers 
b. Exporters 
c. Both (a) and (b) 
d. Neither (a) nor (b) 


48. Foreign exchange transactions dependent on other foreign exchange 
transactions are called 
a. current account transactions 
b. capital account transactions 
c. autonomous transactions 
d. accommodating transactions 


49. Which is not a feature of Balanceof Payments (BoP) Account? 
a. Itincludes economic transact-ions 
b. It has given period of time 
c. Itrecords only capital transactions 
d. Trade between resident of acountry and rest of the world 


50. Choose the incorrect statementfrom given below 
a. Repayment of loan taken fromIMEF will be recorded on debit side. 
b. Surplus in BoP refers to a state where debit side exceeds credit side. 
c. Increase in investment from restof the world decreases the exchange 
rate. 
d. Devaluation of current itemsimproves trade balance of domestic 
country 
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. Which one of the following is notthe feature of socialist economy? 
a. Social welfare 

b. Freedom of enterprise 

c. Public ownership 

d. Planning mechanism 


. The following headline appeared in“Hindustan Times” dated 25th July, 2018, 
“Getting insurance for rain damage cars an uphill task”. 
This statement is 

a. Positive Economics 

b. Normative Economics 

c. General Economics 

d. None of these 


. Technique of production is focussedin which central problem of economy? 
a. What to produce? 

b. How to produce? 

c. For whom to produce? 

d. Both (b) and (c) 


. Expansion and contraction indemand are caused by ...... ‘ 
a. change in the income of buyer 

b. change in the taste and preference of the buyer 

c. change in the price of the commodity 

d. change in the prices of related goods 


. Movement along the demand curveis also known as 


a. change in demand 

b. change in quantity demanded 

c. change in demand of related goods 
d. None of the above 
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6. measures the change in demand of a commodity due tochange in its own price. 


Elasticity of demand 

Price elasticity of demand 
Income elasticity of demand 
Cross elasticity of demand 


ao oP 


7.Price elasticity of demand is ----- in number because price and quantity 
demanded are inversely related. 
a. positive 
b. negative 
c. constant 
d. prime 


8.What will be elasticity of demand on a linear demand curve below thepoint 
using geometric method? 
a. Perfectly elastic 
b. Perfectly inelastic 
c. Inelastic 
d. None of these 


9.Supply schedule shows ...... relationship between price and quantity supplied of 
a commodity. 


a. positive 
b. inverse 
c. negative 
d. opposite 


10. Increase or decrease in supply means 
a. change in supply due to change inits own price. 
b. change in supply due to change infactors other than its own price. 
c. Both (a) and (b) 
d. None of the above 


11. Supply of a good depends upon 
i. Willingness to sell 
ii. Ability to sell 
iii. Price of the good 
iv. Time period 
Choose from the options below 
a. and (ii) 
b. (iii) and (iv) 
c. (i), (ii) and (ii1) 
d. (i), (ii), (iii) and (iv) 
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increase in customers’ income will have following impact on supply curve 
a. Lead to movement along supply curve 

b. Lead to shift in supply curve 

c. Lead to movement and shift along supply curve 

d. No impact on the supply curve 


13. Total Revenue is 400 when the price of the commodity is 2 per unit. When price 
rises to 3 per unit, the quantity suppliedis 300 units. Calculate the Price 
Elasticity of Supply? 


a. O 
b. —1 
c. 1 
d. 


14. A firm supplies 500 units of a goodat a price of ~ 5 per unit. The Price 
Elasticity of Supply of a good is 2. At what price will the firm supply 700 
units? 


aoc, 
BARN 


15. Which of the following is/are the feature(s) of utility? 
a. Subjective in nature 
b. Depending upon of urgency of wants 
c. Both (a) and (b) 
d. None of (a) and (b) 


16. Law of equi-marginal utility iscalled 
a. Law of increasing utility 
b. Law of diminishing utility 
c. Law of substitution 
d. None of the above 


17. Which of the following is anassumption of consumer equilibrium 
(through utility analysis)? 

Rationality 

The cardinal measurability of utility 

Constancy of the MU of money 

All of the above 


aoe 


18. In which time period, all factors of production become variable and factors of 
production change with the change in level of production? 
a. Long period 


b. Market period 
c. Short period 
d. All of these 
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19, 


20. 


21. 


22. 


23. 


24 


. Which of the following are true about perfect competition 


Cost function explain therelationship between 
a. income and expenditure 
b. input and output 
c. fixed cost and variable cost 
d. output and cost of production 


When the firm is producing 3 tonnesof sugar, it receives total revenue of 24. 
Raising production to 4 tonnes,increases total revenue to 28. Thus, marginal 
revenue 18. ..2,.: : 


a. 4 
b. 8 
c. 28 
d. 52 


Which of the following statement istrue? 
a. For a monopoly firm, averagerevenue can be zero. 
b. For a monopoly firm, marginal revenue can be zero or negative. 
c. For a monopoly firm, marginal revenue and average revenue are 
identical. 
d. For a monopoly firm, marginal revenue and average revenue are 
positively sloped. 


Imperfect competition is a type of market structure showing some butnot all 
features of competitive market. Which of the following is/are imperfect 
competition? 

a. Perfect competition 

b. Monopolistic competition 

c. Oligopoly 

d. Both (a) and (b) 


An increase in demand with unchanged supply leads to ...... : 
a. rise in equilibrium price and fall inequilibrium quantity 
fall in both equilibrium price and quantity 
rise in both equilibrium price and quantity 
fall in equilibrium price and rise inequilibrium quantity 


a? & 


Infinitely large number of buyers and sellers 
Perfect substitute goods 

No price control by buyers orsellers 

All of the above 


Boe oP 
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e relation between support price and equilibrium price? 
Support price is higher than the equilibrium price 
Support price is lower than the equilibrium price 
Support price is equal to the equilibrium price 
No relation exists 


ao oP 


26. Other things remaining the same, when in a country the market price of 
foreign currency falls, national income is likely ...... . 
a. torise 
b. to fall 
c. Both (a) and (b) 
d. to remain unaffected 


27. Balance of payments deficit is calculated by taking into accountthe ...... 
only. 
a. accommodating transactions 
b. autonomous transactions 
c. unilateral transactions 
d. None of these 


28. Choose the correct statement from given below 
a. Balance of trade is a component of capital account of balance of 
payments. 
b. Floating exchange rate is used tostabilize price of foreign currency. 
c. Increase in the supply of foreignexchange rate leads to fall in its price. 
d. Rise in exchange rate leads torevaluation of currency. 


29. How will a banking crisis in domestic country affects demandcurve for foreign 
exchange? 
a. Demand for foreign exchange willshift to the right 
b. Demand for foreign exchange willshift to the left 
c. There will be downward movement along demand curve 
d. There will upward movementalong demand curve 


30. If the value of exports is 200 and value of imports is 250, there willbe 
Trade surplus of 50 

Trade deficit of 50 

Trade balance 

. None of these 


aogp 


31. The individuals or institutions which take decisions regarding consumption, 
production, budget, taxation, policy, etc. are known as 
a. producers 


b. consumers 
c. government 
d. All of these 
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32. If GNP at MP is 5,200 and NNPat MP is 5,000, what will be the value of 
consumption of fixed capital? 


a. 5,000 

b. 5,200 

c. 200 

d. Can’t be determined 


33. Which one of the following isincluded in circular flow? 
Real Flow 

Money Flow 

Both (a) and (b) 

None of these 


aoe 


34. Which of the following is/are the method(s) of measuring national income? 
a. Income method 
b. Product method 
c. Expenditure method 
d. All of these 


35. Which one of the following is nottrue? 

GNP = GDP + Depreciation 

NNP = GNP + Depreciation 

NDP = GNP — Depreciation —NFIA 
GNP = NDP + Depreciation + NFIA 


aoe 


36. The difference between narrow money and broad money is ...... 2 
coins and currency 

only currency 

saving deposits of banks 

time deposits with banks 


aoe 


37. Mj and M2 measures of money supply issued by RBI are known as 
a. total money 
b. narrow money 
c. broad money 
d. high powered money 


38. A person can use more number of cheques if he has 
a. saving deposits account 
b. current account 
c. fixed deposits account 
d. recurring deposits account 
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39. Which of the following system is followed by Reserve Bank of India for 
issuing currency? 
a. Minimum reserve system 
b. Proportionate system 
c. Fixed fiduciary issue system 
d. Simple deposit system 


40. Choose the correct statement from given below 
a. Commercial banks creates credit outof primary deposits. 
b. Money multiplier is directly related to legal reserve ratio. 
c. Central bank of the country is not authorized to maintain foreign 
exchange reserve. 
d. All of the above 


41. What can be the maximum value of marginal propensity to save? 


a. O 
b. 1 
c. 2 
d. 3 


42. In an economy, the marginal propensity to consume is 0.75. Investment 
expenditure in the economy increases by 75 crore. Calculate the total increase 
innational income. 

a. 75 crore 


b. 100 crore 
c. 200 crore 
d. 300 crore 
43. If national income is 50 crore and saving is 5 crore, find out average propensity to 
consume. 
a. 1 
b. 0.5 
c. 0.90 
d. Ld1 


44. If MPC = 1, the value ofmultiplier is ...... : 


a. O 

b. 1 

c. Between 0 and 1 
d. Infinity 
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ee is equal to the differencebetween ‘AD beyond full employment’ and 
‘AD at full employment’. 
a. Recession 
b. Inflationary gap 
c. deflationary gap 
d. None of the above 


46. In India, the Constitution requires the Central Governmentto prepare 
‘Annual Financial Statement’, i.e. government budget for the country as a 


whole. In India, ...... department of government prepares annual budget 
statement. 

a. RBI 

b. income tax 

c. Accounts 

d. Finance 


47. Direct tax is called direct because itis collected directly from ...... : 
a. the producers on goods produced 
b. the sellers on goods sold 
c. the buyers of goods 
d. the income earners 


48. The government starts selling its securities to private sector. What isthis 
process called? 
a. Open market operation 
b. Disinvestment 
c. Monetary expansion 
d. None of these 


49. A government budget shows a primary deficit of ~ 6,500 crore. Therevenue 
expenditure on interest payment is ~ 400 crore. How muchis the fiscal deficit? 
a. 6,500 crore 
b. 400 crore 
c. 6,800 crore 
d. 6,100 crore\ 


50. If borrowings and other liabilities are added to the budget deficit, we get 
a. fiscal deficit 
b. primary deficit 
c. capital deficit 
d. revenue deficit 
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. Ifthe value of exports is = 200 and value of imports is = 250, there will be 
a) Trade surplus of = 50 

b) (b) Trade deficit of = 50 

c) (c) Trade balance 

d) (d) None of these 


. Acompany located in India receives a loan from a company located abroad. 
How is this transaction recorded in India’s balance of payments account? 

a) Credit side of current account 

b) Debit side of capital account 

c) Debit side of current account 

d) Credit side of capital account 


. Which of the following statements is true regarding the relationship between government 
budget and inflation? 

a) An increase in government spending can lead to inflation 

b) A decrease in government spending can lead to inflation 

c) An increase in government revenue can lead to inflation 

d) A decrease in government revenue can lead to inflation 


. Which of the following is not a part of the government's fiscal policy? 
a) Tax policy 

b) Expenditure policy 

c) Interest rate policy 

d) Monetary policy 


. Ifthe reserve requirement is 10%, what is the maximum amount of new loans that a bank 
can make if it receives a Rs1,000 deposit? 

a) Rs1,000 

b) Rs100 

c) Rs 900 

d) Rs10,000 
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Which of the following factors would increase the velocity of money? 
(a) An increase in interest rates 
(b) A decrease in consumer confidence 
(c) A decrease in the supply of money 
(d) A decrease in the number of transactions 


Which of the following is NOT a characteristic of commodity money? 
(a) It has intrinsic value 
(b) It is easily divisible 
(c) It is portable 
(d) It is issued by a central bank. 


In a two sector model, if the consumption function is given by C = 50 + 0.8Y and 
investment is 200, what is the equilibrium level of income? 

(a) 250 

(b) 300 

(c) 350 

(d) 400 


What is the difference between open market operations and quantitative easing as 
measures to correct excess demand? 

(a) Open market operations involve buying and selling government securities in the 
market, while quantitative easing involves buying long-term securities such as 
mortgage-backed securities. 

(b) Open market operations involve changing the reserve requirements of banks, 
while quantitative easing involves changing the discount rate. 

(c) Open market operations involve injecting or withdrawing money from the 
economy to correct excess demand, while quantitative easing involves injecting 
money into the economy to stimulate economic growth. 

(d) Open market operations involve manipulating interest rates to influence 
economic activity, while quantitative easing involves buying government 
securities to increase the money supply. 


If a country's GDP is Rs 1.5 trillion and its net exports are - Rs 50 billion, what is its 
total expenditure on imports? 

(a) Rs 1.45 trillion 

(b) Rs 1.55 trillion 

(c) Rs 50 billion 

(d) Rs 1.6 trillion 


. If a country's GDP is Rs 800 billion and its consumption spending is Rs 500 billion, 


what is its saving rate? 
(a) 62.5% 
(b) 38.5% 
(c) 20% 
(d) 37.5% 
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ose the correct statement from given below 

Balance of trade records the exports and imports of invisible items. 
b) A surplus in BoT can rectify the deficit in BoP. 
c) Accommodating items are only recorded in capital account of BoP. 
d) Import of machinery will be recorded in capital account of BoP. 


13. Choose the incorrect statement from given below 
a) Repayment of loan taken from IMF will be recorded on debit side. 
b) Surplus in BoP refers to a state where debit side exceeds credit side. 
c) Increase in investment from rest of the world decreases the 
exchange rate. 
d) Devaluation of current items improves trade balance of domestic country. 


14. Which part of the government budget shows the estimated expenditure of the government? 
a) Capital budget 
b) Revenue budget 
c) Primary budget 
d) Fiscal budget 


15. What does a balanced budget mean? 
a) Government's estimated revenue equals government's estimated expenditure 
b) Government's estimated revenue is greater than government's estimated expenditure 
c) Government's estimated revenue is less than government's estimated expenditure 
d) None of the above 


16. Which types of deposits are included in demand deposits? 
a) Saving account deposits and fixed deposits 
b) Saving account deposits and current account deposits 
c) Current account deposits and fixed deposits 
d) All types of deposits 


17. What is the rate of interest offered by a bank to deposit holders called? 
a) Bank rate 
b) Borrowing rate 
c) Lending rate 
d) Inflation Rate 


18. If the investment multiplier is 1, what is the value of the marginal propensity to consume? 
a) 2 


{ Hint: Investment multiplier = 1 / (1 - MPC)} 


19. What is the relationship between MPS and the investment multiplier? 
a) Positive 
b) Inverse 
c) Direct 
d) None of these 
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21. 


22. 


23. 


24. 


25, 


26. 


What is the difference between the value of output and value added? 
a) Depreciation 
b) Intermediate consumption 
c) Net indirect taxes 
d) NFIA 


Which of the following is an example of a transfer payment? 
a) Grant 
b) Transfer payment 
c) Subsidies 
d) Capital formation 


In case of currency appreciation, the domestic currency becomes ...... ' 
a) less valuable 
b) more valuable 
c) rise 
d) fall 


Other things remaining the same, when in a country the market price of foreign 
currency falls, national income is likely ...... . 

a) torise 

b) (b) to fall 

c) Both (a) and (b) 

d) to remain unaffected 


Which of the following is a year that begins on April 1 and ends on March 31 of the 
following year? 

a) Current year 

b) Fiscal year 

c) New year 

d) None of these 


Which objective of the government budget aims to increase equality in society? 
a) Redistribution of income and wealth 
b) Economic stability 
c) Allocation of resources 
d) Economic growth 


What is a barter economy under the barter exchange system called? 
a) C-C economy. 
b) C-M economy. 

c) C-G economy. 

d) Cashless economy. 
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27. Why is money considered the most liquid asset? 
(a) Money includes shares and equities. 
(b) Money itself is a medium of exchange. 
(c) Money does not have general acceptability. 
(d) Money has many functions. 


28. What is the difference between narrow money and broad money? 
(a) Coins and currency. 
(b) Only currency. 
(c) Saving deposits of banks. 
(d) Time deposits with banks. 


29. .Which of the following correctly describes investment? 
a) An addition to capital stock 
b) An addition to supply 
c) An addition to current stock 
d) None of these 


30. Autonomous consumption is denoted by which letter in the consumption function? 
a) C 
b) AC 
c) S 
d) None of these 


31. What is the principle basis of classifying goods into intermediate and final goods? 
a) Production 
b) Consumption 
c) End-use 
d) Expenditure 


32. What are the goods used by manufacturers, such as tools, equipment, and plant, called? 
a) Manufactured goods 
b) Intermediate goods 
c) Final producer goods 
d) All of the above 


33. Which items in balance of payments are also called ‘above the line’ items? 
a) Autonomous items 
b) Accommodating items 
c) Visible items 
d) Invisible items 


34. Balance of payments deficit is calculated by taking into account the ...... only. 
a) accommodating transactions 
b) autonomous transactions 
Cc) unilateral transactions 
d) _(d) None of these 
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35. Which type of tax cannot be shifted to others, meaning that the final burden of the tax fa 
on the person or entity that pays it? 
a) Direct tax 
b) Indirect tax 
c) Both (a) and (b) 
d) Neither (a) nor (b) 


36. What is an example of capital receipts in government budgeting? 
a) Revenue receipts 
b) Capital receipts 
c) Revenue expenditure 
d) Capital expenditure 


37. With whom does the central bank of a country not deal? 
a) State Government. 
b) General public. 
c) Central Government. 
d) Commercial banks. 


38. How does the central bank control credit creation of banks? 
a) Cash Reserve Ratio (CRR). 
b) Statutory Liquidity Ratio (SLR). 
c) Both (a) and (b). 
d) None of these. 


39. If consumption (C) is 500 crore and investment (I) is 300 crore in a two-sector economy, 
what is the value of aggregate demand? 
a) 500 crore 
b) 800 crore 
c) 1,300 crore 
d) 200 crore 


40. In an economy with a marginal propensity to consume of 0.75, if investment expenditure 
increases by 75 crore, what is the total increase in national income? 
a) 75 crore 
b) 100 crore 
c) 200 crore 
d) 300 crore 


41. What does real national income mean? 
a) Measured in terms of constant prices 
b) Measured in terms of current prices 
c) Measured in terms of wholesale prices 
d) Measured in terms of retail prices 


42. Which of the following should be excluded in GNP calculation? 
a) Rental incomes 
b) Interest payments 
c) Dividends 
d) Government transfer payment 
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43. What will be the impact on aggregate demand in an open economic model, if 
there is decrease in foreign exchange rate? 
a) Increase 
b) Decrease 
c) Remain constant 
d) Depends upon the purchasing power parity 


44. How will a banking crisis in domestic country affects demand curve for 
foreign exchange? 
a) Demand for foreign exchange will shift to the right 
b) Demand for foreign exchange will shift to the left 
c) There will be downward movement along demand curve 
d) There will upward movement along demand curve 


45. Which type of tax is collected directly from the income earners? 
a) Indirect tax 
b) Progressive tax 
c) Proportional tax 
d) Direct tax 


46. What does a deficit budget mean? 
a) Government's estimated revenue equals government's estimated expenditure 
b) Government's estimated revenue is greater than government's estimated expenditure 
c) Government's estimated revenue is less than government's estimated expenditure 
d) None of the above 


47. How does a bank create credit? 
a) On the basis of their securities 
b) On the basis of their total assets 
c) On the basis of their cash deposits 
d) On the basis of their gross liabilities 


48. What system is followed by the Reserve Bank of India for issuing currency? 
a) Minimum reserve system 
b) Proportionate system 
c) Fixed fiduciary issue system 
d) Simple deposit system 


49. If the marginal propensity to consume is greater than the marginal propensity to save, what 
is the value of the multiplier? 
a) Greater than 2 
b) Less than 2 
c) Equal to 2 
d) Equal to 5 
{ Hint: The multiplier formula is 1 / (1 - MPC) or 1 / MPS} 
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50. Equilibrium output, income, and employment can be determined at the economic 
equilibrium point when: 
(Where, Y = National Income, C = Consumption, S = Savings, I = Investment) 


a) YC 
b) AS=AD 
c) S=I 


d) Both (b) and (c) 
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1. Price ceiling and price floor are part of which of the following? 
(a) Direct action 
(b) Indirect action 
(c) Associated action 
(d) Both (a) and (b) 


2. Which of the following is not a consequence of a price floor? 
(e) Rationing 
(f) Black marketing 
(g) Excess supply 
(h) All of these 


3. What does the price ceiling mean? 
(i) Minimum price of a commodity that the sellers can charge from the buyers 
(j) Maximum price of a commodity that the sellers can charge from the buyers 
(k) Any price that the sellers can charge from the buyers 
(1) None of the above 
4. An increase in demand with unchanged supply leads to which of the following? 
a) Rise in equilibrium price and fall in equilibrium quantity 
b) Fall in both equilibrium price and quantity 
c) Rise in both equilibrium price and quantity 
d) Fall in equilibrium price and rise in equilibrium quantity 


5. If price is forced to stay below equilibrium price, then which of the following exists? 
a) Excess supply 
b) Excess demand 
c) Either (a) or (b) 
d) Neither (a) nor (b) 


6. Equilibrium price may be determined through which of the following? 
a) Only demand 
b) Only supply 
c) Both demand and supply 
d) None of the above. 
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7. What is the term used to describe a situation when the producers are willing to supply a 
larger quantity of the commodity at an increased price? 
a) Expansion in supply 
b) Contraction in supply 
c) Decrease in supply 
d) None of the above 


8. What does a contraction of the supply curve mean? 
a) Upward movement along the supply curve 
b) Downward movement along the supply curve 
c) Rightward shift in the supply curve 
d) Leftward shift in the supply curve 


9. What is the term used to describe when a firm's supply increases due to application of 
improved technology? 
a) Expansion in supply 
b) Contraction in supply 
c) Increase in supply 
d) Increase in quantity supplied 


10. When is the increasing returns applicable? 
a) When there is increased efficiency of the variable factor 
b) When there is fuller utilisation of the fixed factor 
c) When there is indivisibility of factors 
d) Both (a) and (b) 


11. When is the law of variable proportion valid? 
a) At least one input is fixed and all other inputs are kept variable 
b) All factors are kept constant 
c) All inputs are varied in the same proportion 
d) None of the above 


12. At the point of inflection, what is the marginal product? 
a) Increasing 
b) Decreasing 
c) Maximum 
d) Negative 
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13. What factors are determinants of demand? 
(a) Price of the good 
(b) Income of the consumer 
(c) Price of related goods 
(d) All of the above 


14. What happens to the demand for an inferior good if the consumer's income falls? 
(a) It rises 
(b) It falls 
(c) It remains constant 
(d) None of the above 


15. What is the relationship between the market demand curve and individual demand curves? 
(a) The market demand curve is the vertical summation of individual demand curves. 
(b) The market demand curve is the horizontal summation of individual demand curves. 
(c) The market demand curve is steeper than individual demand curves. 
(d) None of the above. 


16. If a consumer is in equilibrium and MUx/Px<MUy/Py, how will the consumer behave? 
a) Consume more of Good X and less of Good Y 
b) Consume more of Good Y and less of Good X 
c) Consume more of both Good X and Good Y 
d) Consume less of both Good X and Good Y 


17. According to the cardinal measurement of utility, what is utility? 
a) Quantitative 
b) Qualitative 
c) Both quantitative and qualitative 
d) Constant 


18. How can utility be measured? 
a) Money 
b) Exchange of goods 
c) Weight of the good 
d) None of the above 


19. What is an economy? 
a) Abroad 
b) Market 
c) Economy 
d) Village 
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20. How is an economy broadly classified? 
a) Market economy 
b) Centrally planned economy 
c) Mixed economy 
d) All of these 


21. The problem of what to produce is related to what? 
a) Types of goods to be produced 
b) Types of production technique to be used 
c) Quantity of goods to be produced 
d) Both (a) and (c) 


22. What is the difference between the value of exports and value of imports of goods called? 
a) Balance of Payments 
b) — Foreign exchange 
c) Balance of Trade 
d) Disequilibrium 


23. Which items are excluded in BoT, but included in BoP? 
a) Visible items 
b) Invisible items 
c) Private capital 
d) — Both (b) and (c) 


24. Foreign exchange transactions dependent on other foreign exchange transactions are called 
a) current account transactions 
b) capital account transactions 
c) autonomous transactions 
d) accommodating transactions 


25. Which type of taxes do not depend on the level of income? 
a) Direct 
b) Indirect 
c) Progressive 
d) Lumpsum 


26. Why is direct tax called direct? 
a) Itis collected directly from the producers on goods produced. 
b) It is collected directly from the sellers on goods sold. 
c) Itis collected directly from the buyers of goods. 
d) It is collected directly from the income earners. 


27. Which of the following is an example of non-tax revenue? 
a) Export duty 
b) Import duty 
c) Dividends 
d) Excise 
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28. What can RBI do if it wants to increase credit in the economy? 
a) Decrease bank rate and CRR. 
b) Increase bank rate and CRR. 
c) Increase bank rate and decrease CRR. 
d) All of the above. 


29. What refers to that portion of total deposits that a commercial bank has to keep with the 
central bank? 
a) Statutory Liquidity Ratio (SLR). 
b) Bank rate. 
c) Cash Reserve Ratio (CRR). 
d) None of these. 


30. How can the central bank increase the availability of credit? 
a) Raising repo rate. 
b) Raising reverse repo rate. 
c) Buying government securities. 
d) Selling government securities. 


31. Given that national income is 1,000, the marginal propensity to save is 0.25, and 
autonomous consumption expenditure is 200, what is the investment expenditure in the 
economy when it is in equilibrium? 

a) 50 

b) 100 

c) 150 

d) None of these 


32. Given that national income is 1,500, autonomous consumption expenditure is 300, and 
investment expenditure is ~ 300, what is the marginal propensity to consume? 
a) 0.4 
b) 0.5 
c) 0.6 
d) 0.75 


33. If national income is 50 crore and saving is 5 crore, what is the average propensity to 
consume? 
a) l 
b) 0.5 
c) 0.90 
dy L101 


34. Which of the following represents national income? 
a) GNPFC 
b) NDPFC 
c) NNPMP 
d) NNPFC 
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35. To whom do factor incomes accrue in national income? 
a) Nationals 
b) Economic territory 
c) Residents 
d) Both residents and non-residents (answer) 


36. Which of the following affects national income? 
a) Goods and Service Tax 
b) Corporation Tax 
c) Subsidies 
d) None of these 


37. What is the impact of an increase in the price of a good on total revenue? 
a) Increase 
b) Decrease 
c) No change 
d) Either increase or decrease 


38. If the government of India increases excise duty on the import of gold, what will happen 
to the supply of gold? 
a) Increase 
b) Decrease 
c) No change in supply 
d) Either increase or decrease 


39. Due to the recent outbreak of Covid-19 and subsequent lockdowns in many countries 
around the globe, the Indian government has stopped imports from various countries. 
What impact will this have on the supply of the affected good? 

a) Expansion in quantity supply 
b) Contraction in quantity supply 
c) Increase in supply 

d) Decrease in supply 


40. If a consumer's income is $200 and the price of a good is $10, what is the consumer's 
maximum quantity demanded using the one commodity approach? 
A) 10 units 
B) 20 units 
C) 40 units 
D) 50 units 


41. In the two commodity approach, the slope of the budget line is equal to: 
a. The price of good X divided by the price of good Y 

The price of good Y divided by the price of good X 

The income of the consumer divided by the price of good X 
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The income of the consumer divided by the price of good Y 
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42. If a consumer has an income of $200, the price of good X is $10, and the price of good Y is 
$5, what is the consumer's budget line equation using the two commodity approach? 
A) Qx + 2Qy = 40 
B) 2Qx + 3Qy = 40 
C) Qx + Qy = 40 
D) 2Qx + Qy = 40 


43. Which function(s) of money are considered primary? 
a) Medium of Exchange 
b) Store of Value 
c) Unit of Account 
d) a) andc) 


44, Which function is not performed by Commercial bank? 
a) Creation of currency 
b) Accepting deposits 
c) Granting loans and advances 
d) Printing of currency 


45. What function(s) is/are performed by the Central Bank? 
a) Bank of issue 
b) Credit control 
c) Banker of Banks 
d) All of these. 


46. In a monopoly market, what is the relationship between marginal revenue and price? 
a) Marginal revenue equals price 
b) Marginal revenue is less than price 
c) Marginal revenue is greater than price 
d) There is no relationship between marginal revenue and price 


47. In a monopolistically competitive market, what is the relationship between marginal 
revenue and price? 
a) Marginal revenue equals price 
b) Marginal revenue is less than price 
c) Marginal revenue is greater than price 
d) There is no relationship between marginal revenue and price 


48. In a market with excess demand, which of the following is likely to occur? 
a) Prices will decrease 
b) Prices will increase 
c) The quantity supplied will increase 
d) The quantity demanded will decrease 
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49. What is the term used to describe the process in which the government starts selling its 
securities to the private sector? 
a) Open market operation 
b) Disinvestment 
c) Monetary expansion 
d) None of these 


50. Which of the following increases the liability of the government? 
a) Capital receipts 
b) Capital expenditure 
c) Revenue receipts 
d) Revenue expenditure 
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